American International Companies®

DBG Legal Services

State Filings Department

175 Water Street, 17th Floor
New York, NY 10038

212.458. ___{Direct Dial)

November 14, 2007

Honorable Michael T. McRaith
Director of Insurance
lllinois Department of Insurande  SpPRINGFIFLY, ILLINOIS
320 West Washington Street, 4™ Eloor
Springfield, lllinois 62767-0001
Attn: Mr. John Gatlin

Supervisor, Property and Casualty Compliance Unit

RE: NATIONAL UNION FIRE INSURANCE COMP OF PITTSBURGH, PA.
NAIC #012-19445, FEIN #25-0687550
Psychiatrists Professional Liability Program
Rates
Our File Number: AIC-07-EO-15

Dear Mr. Gatlin:

National Union Fire Insurance Company of Pittsburgh, Pa. (the “Company”) has on file
with your Department its Psychiatrists Professional Liability Program {the “Program”).
The Company submits, for your review and approval, its rates to be used with this
Program. Please be advised that this filing replaces the rates currently on file with your
Department.

In addition, we are revising our manual rules for this Program. Please refer to the
attached actuarial materials, and company manual for information about the rates and
rules included in this submission.

This program will provide professional liability coverage to members of the
Psychiatrist’s Purchasing Group, Inc.

We wish to make this filing effective for all policies effective on or after December 20,
2007, or the earliest date permitted by your Department.

Your favorable consideration and approval are respectfully requested.

Sincerely,
# el

[/ e // Q22
Myron Harry ‘
Filings Analyst

State Filings Department

Direct dial (212) 458-7057

Fax No.: (212) 4568-7077

myron.harry@aig.com

72005 (5/01)
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Change in Company's premium or rate level produced by rate revision effective

SUMMARY SHEET

12/20/07

3)
Percent
Change (+ or -)**

4)) [¥))
Annual Premium
Coverage Volume (Illinois)*
Automobile Liability
Private Passenger
Commercial

Automobile Physical Damage
Private Passenger

Commercial

Liability Other Than Auto ~~. $3,342,225

Burglary and Theft

Glass

Fidelity

Surety

Boiler and Machinery

Fire

Extended Coverage

Inland Marine

Homeowners

Commercial Multi-Peril

Crop Hail

Other <

Line of Insurance

Does filing only apply to certain territory (territories) or certain classes? If so, specify:
This filing applies to all territories

Brief description of filing. (If filing follows rates of an advisory organization, specify organization):
This filing proposes a rate and rule revision to its Psychiatrists Professional Liability Program.

*®

Adjusted to reflect all prior rate changes.

** Change in Company's premium level which will
result from application of new rates.
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National Union Fire Insurance
Compay of Pittsburgh, Pa.
Name of Company

Myron Harry - Filings Analyst
Official - Title
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ILLINOIS CERTIFICATION FOR
MEDICAL MALPRACTICE RATES

(215 ILCS 5/155.18)(3) states that medical liability rates shall be certified in such filing by
an officer of the company and a qualified actuary that the company’s rates are based on
sound actuarial principles and are not inconsistent with the company’s experience.

I, Adam C. Reed, a duly authorized officer of National Union Fire Insurance Company of
Pittsburgh, Pa., am authorized to certify on behalf of the Company making this filing that, to the
best of my knowledge and belief, all documents contained herein comply with the Illinois laws,
regulations and bulletins applicable to this filing.

1, Peter McNamara , a duly authorized actuary of

National Union Fire Insurance Company of Pittsburgh, Pa., am authorized to certify on behalf of
National Union Fire Insurance Company of Pittsburgh, Pa., making this filing that the company’s
rates are based on sound actuarial principles and are not inconsistent with the company'’s
experience, and that | am knowledgeable of the lllinois laws, regulations and bulletins applicable

to this filing the Z\o/!i%étes that are the subject of this filing.

Z e il I ' B
/ Assistant Vice President Ml
Signature and Title of Authorized Insurance Company Officer Date

@ﬁ’:\;g%ﬁfé/“ Aﬁ‘*}f S’{"’u’"f‘" A—tt/:‘?i‘il’\/‘ “ //S\/O/7

Signature, Title and Designation of Authorized Actuary / Date
Insurance Company FEIN 25-0687550 Filing Number __AIC-07-EO-15
Insurer’'s Address 70 Pine Street

City New York State New York Zip Code _10270

Contact Person’s:
-Name and E-maii Myron Harry myron.harry@aig.com

-Direct Telephone and Fax Number (212) 458-7057 (212) 458-7077




Page 1 of 1

Neuman, Gayle

From: Neuman, Gayle

Sent: Tuesday, March 10, 2009 10:10 AM

To: 'Harry, Myron'

Subject: RE: National Union Fire Ins Co of Pittsburgh, PA - Rate/Rule Filing #AIC-07-EO-15

M. Harry,
I will stamp the filing as “filed” on March 1, 2009. 1 will send you back your stamped copy.

Gayle Neuman
Division of Insurance

From: Harry, Myron [mailto:Myron.Harry@AIG.com]

Sent: Tuesday, March 10, 2009 9:57 AM

To: Neuman, Gayle

Subject: RE: National Union Fire Ins Co of Pittsburgh, PA - Rate/Rule Filing #AIC-07-EO-15

Ms. Neuman,

This filing has not been utilized. Can we have a March 1, 2009 effective date. Thank you.

From: Neuman, Gayle [mailto:Gayle.Neuman@iliinois.gov]

Sent: Tuesday, March 10, 2009 10:18 AM

To: Harry, Myron

Subject: FW: National Union Fire Ins Co of Pittsburgh, PA - Rate/Rule Filing #AIC-07-EO-15

M. Harry,
No response has been received to the attached e-mail. Please respond at your earliest convenience,

Gayle Neuman
Division of Insurance

From: Neuman, Gayle

Sent: Thursday, March 05, 2009 11:08 AM

To: 'Harry, Myron'

Subject: National Union Fire Ins Co of Pittsburgh, PA - Rate/Rule Filing #AIC-07-EO-15

Mr. Harry,

The review of the above referenced submission is now complete and it can be stamped as “filed”. Did you utilize the filing as
of December 20, 20077 Or do you want to use a different effective date? Please advise.

Gayle Neuman

Property & Casualty Compliance, Division of Insurance
llinois Department of Financial & Professional Regulation
(217) 524-6497

Please refer to the Property & Casualty Review Checklists before submitting any filing. The checkliists can be accessed
through the Division's website at idfpr.com.

THIS MESSAGE IS INTENDED FOR THE SOLE USE OF THE ADDRESSEE AND MAY BE CONFIDENTIAL, PRIVILEGED
AND EXEMPT FROM DISCLOSURE UNDER APPLICABLE LAWS. IF YOU RECEIVE THIS MESSAGE IN ERROR,
PLEASE DESTROY IT AND NOTIFY US BY SENDING AN E-MAIL TO: GAYLE.NEUMAN@ILLINOIS.GOV.

3/10/2009



Effective March 1, 2007

Prop..ty & Casualty Transmittal Docun.. at

1. Reserved for Insurance || 2- Insurance Department Use only
Dept. Use Only a. Date the filing is received:
b. Analyst:
c¢. Disposition:
d. Date of disposition of the filing:
e. Effective date of filing:
New Business
Renewal Business
f. State Filing #:
g. SERFF Filing #:
h. Subject Codes
3. | Group Name Group NAIC #
4. | Company Name(s) Domicile NAIC # FEIN # State #
National Union Fire Insurance Company PA 19445 25-0687550
of Pittsburgh, Pa.
| 5. ] company Tracking Number | Alc-07-E0-15
Contact Info of Filer(s) or Corporate Officer(s) [include toll-free number]
6. Name and address Title Telephone #s FAX # e-mail
Myron Harry Filings Analyst | (212) 458 7057 (212)458 7077 myron.harry@aig.com
175 Water Street, New York, NY
10038
7. | Signature of authorized filer
8. | Please print name of authorized filer Myron Harry

Filing information (see General Instructions for descriptions of these fields)

9. | Type of Insurance (TOIl) 11.0 Med Mal — Claims Made and Occurrence
10. | Sub-Type of Insurance (Sub-TOl) 11.0026 Psychiatry
11. | State Specific Product code(s)(if
applicable)[See State Specific Requirements]
12. | Company Program Title (Marketing title)
13. | Filing Type [ 1Rate/Loss Cost [ ] Rules [ x] Rates/Rules
[ 1 Forms [ ] Combination Rates/Rules/Forms
[ ] Withdrawal] ] Other (give description)
14. | Effective Date(s) Requested New: | December 20,2007 | Renewal: | December 20, 2007
15. | Reference Filing? []1Yes [x] No
16. | Reference Organization (if applicable)
17. | Reference Organization # & Title
18. | Company’s Date of Filing November 14, 2007
19. | Status of filing in domicile [x]NotFiled [ ] Pending [ ] Authorized [ ] Disapproved

PC TD-1 pg 1 of 2




Property & Casualty Transmittal Docu...ent—

| _20. | This filing transmittal is part of Company Tracking # [ AIC-07-EO-15 |

| _21. | Filing Description [This area can be used in lieu of a cover letter or filing memorandum and is free-form text] |

The Company listed in item 4 above submits for your review and approval its proposed base rate change, and
revised manual rules.

Please refer to the attached explanatory memorandum and actuarial materials for information about this
filing.

29 Filing Fees (Filer must provide check # and fee amount if applicable)
" | [ a state requires you to show how you calculated your filing fees, place that calculation below]

Check #:
Amount:

Refer to each state’s checklist for additional state specific requirements or instructions on
calculating fees.

***Refer to the each state’s checklist for additional state specific requirements (i.e. # of additional copies
required, other state specific forms, etc.)

PCTD-1pg2of2



Effective March 1, 2007

k~TE/RULE FILING SCHEDULL
(This form must be provided ONLY when making a filing that inciudes rate-related items such as Rate; Rule; Rate &
Rule; Reference; Loss Cost; Loss Cost & Rule or Rate, etc.)
(Do not refer to the body of the filing for the component/exhibit listing, unless allowed by state.)

{

1. | This filing transmittal is part of Company Tracking # | AIC-07-EO-15

2.

This filing corresponds to form filing number
(Company tracking number of form filing, if applicable)

O

Rate Increase

X

Rate Decrease

O

Rate Neutral (0%)

3. | Filing Method (Prior Approval, File & Use, Flex Band, etc.) |

4a. Rate Change by Company (As Proposed)
Company | Overall % | Overall Written # of Written | Maximum Minimum
Name Indicated % Rate | premium | policyholders | premium % % Change
Change Impact change affected for this Change (where
(when for this for this program (where required)
applicable) program program required)
National Union | -5 5% -5.5% -$174,980 157 $3,181,451 | -5.5% -5.5%
Fire Insurance
Company of
Pittsburgh, Pa.
4b., | Rate Change by Company (As Accepted) For State Use Only
Company | Overall % | Overall Written # of Written | Maximum Minimum
Name Indicated % Rate | premium | policyholders | premium % % Change
Change Impact change affected for this Change
(when for this for this program
applicable) program program
5. Overall Rate Information (Complete for Muitiple Company Filings only)
COMPANY USE STATE USE
52 Overall percentage rate indication (when
applicable)
5b | Overall percentage rate impact for this filing
5¢ Effect of Rate Filing — Written premium change for
this program
5d Effect of Rate Filing — Number of policyholders
affected
6. | Overall percentage of last rate revision 10%
7. | Effective Date of last rate revision August 1, 2004

Filing Method of Last filing

(Prior Approval, File & Use, Flex Band, etc.)

Rule # or Page # Submitted
9. | for Review

Replacement
or withdrawn?

Previous state
filing number,
if required by state

Manual Rules #2 and Rate Page -1

] New
x] Replacement

[

01 [x] Re
[ 1Withdrawn
[ ] New

02 [ ] Replacement
[ 1Withdrawn
[ ] New

03 [ 1Replacement
[

] Withdrawn




Message Page 2 of 2

Review Requirements Checklists; Property Casualty 1S3 Review Requirements Checklists.

THIS MESSAGE IS INTENDED FOR THE SOLE USE OF THE ADDRESSEE AND MAY BE
CONFIDENTIAL, PRIVILEGED AND EXEMPT FROM DISCLOSURE UNDER APPLICABLE LAWS. IF
YOU RECEIVE THIS MESSAGE IN ERROR, PLEASE DESTROY IT AND NOTIFY US BY SENDING AN

E-MAIL TO: Gayle.Neuman@illinois.gov

2/6/2008



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 1. | Rating Profile Items |

A member may receive the FYIP, SYIP, TYIP (&/or MILITARY) only once. The discount applies to
the first (second or third) year immediately following the completion of residency or fellowship,

regardless of interruption of time.

A member may receive the MIT discount more than once. The requirement is that the member is eligible

for the MIT so long as the APA has reclassified his/her membership status accordingly.

If both an active part-time credit and an active F,S, TYIP credit are among the rating profile items, the

higher credit of the two shall apply.

MIT credit cannot be combined with a part-time credit.

The current listing of Rating Profile Items (Program discounts, surcharges, credits & debits), is as

follows:

Neurology

Neurology with Special Procedures

Child & Adolescent Psychiatry (C&AP)
Early Career Psychiatrists (includes military)

Occurrence, Modified Occurrence and Claims-made
Pre-Paid Tail Policies only

Early Career Psychiatrists (includes military)
Claims-Made Policies only

Member in Training (MIT)

Part-Time Practice

Experience & Schedule Rating Program
Psychoanalytic Certification

Risk Management Seminar

2x Psychiatrist Base Premium
4x Psychiatrist Base Premium

15% Premium Discount

FYIP 60%Credit
SYIP 40%Credit
TYIP 35%Credit
FYIP - 50%Credit
SYIP 25%Credit
TYIP 25%Credit
50%Credit

1-10 Hours  50%Credit -
11-15Hours  40%Credit
16-20Hours  30%Credit
See separate sections

5%Credit

5%Credit

Ed. (1-08) Page 1 of 11




NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 2. | Viearious Liability |

The additional premium for vicarious liability coverage is determined as follows:

VICARIOUS LIABILITY
Additional Premium for Separate Limit
(Policy Coverage B)
No. of Employees/Independent Contractors Percent of final individual modified premium
0-3 : 10%
4-10 25%
11-25 50%
Over 25 100%
VICARIQUS LIABILITY
Additional Premium for Shared Limit
(Policy Coverage A)
No. of Employees/Independent Contractors Percent of final individual modified premium
1-3 5%
4-10 15%
11-25 25%
Over 25 : 100%

| Rule 3. | Premium Rounding !

All premiums shall be rounded to the nearest whole dollar. Amounts that are less than 50 cents shall be
dropped. Increase amounts that are 50 cents or more to the next whole dollar.

Rounding procedures to be followed are taken from the Insurance Service Office, Inc. rules.

RATES: Round rates, factors and multipliers after the final calculation to three decimal places.
Five-tenths or more of a mill shall be considered one mill, e.g., .1245 = .125

PREMIUM: Round the premium for each coverage for which a separate premium is calculated to the
nearest whole dollar. Round a premium involving $.50 or over the next higher whole dollar.

[ Rule 4. | Maximum 50% Credit |

Maximum 50% credit (discount) applies subject to the following exclusions:

Ed. (1-08) Page 2 of 11




NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

First Year in Practice (FYIP is 60%)

Experience factor is not included

Schedule factor is not included

Psychoanalytic Cert. factor is not included

Risk Management Seminar factor is not included
Child and Adolescent (C & AP) is not included

| Rule 5. | Prior Acts Endorsement |

The following rating is used when a member converts the claims-made policy to occurrence and does
not purchase extended reporting endorsement from the prior carrier. Prior Acts Endorsement will be
effective the inception date of the occurrence policy and cover claims reported after the cancellation date
which occurred between the retroactive date and cancellation date of the claims-made policy.

This rating will be used in situations where the member’s most recent previous carrier was The
Psychiatrists’ Program and for some reason the member allowed occurrence policy to lapse. The lapsed
period cannot exceed one year and must meet acceptable underwriting criteria.

1* year in CLAIMS MADE Coverage 70% of Occurrence Premium
2" year in CLAIMS MADE Coverage 110% of Occurrence Premium
3 year in CLAIMS MADE Coverage 135% of Occurrence Premium
4" year in CLAIMS MADE Coverage 145% of Occurrence Premium

5" year and after in CLAIMS MADE Coverage 160% of QOccurrence Premium

[ Rule 6. | Unlimited Tail Coverage (Extended Reporting Period) ]

Tail premium calculation process is EXACTLY the same process as for Primary Coverage regarding the
application of all discounts, surcharges, credits, & debits, including short rate and prorata factors.

The premium is based on the expiring annual premium written under a claims-made contract per the .
following Extended Claim Reporting Period (ERP) factors:

Claims-Made Year ~___ERP Factor
First Year o ~100%
Second Year ‘ 125%
ThirdX ear - o 140%
Fourth Year 150%

Fifth Year and Thereafter ~ 175%

The tail coverage (extended reporting period) endorsement that is issued for the purchased tail or the
free tail provides unlimited tail coverage.

Ed. (1-08) Page 3 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

FREE TAIL COVERAGE

1. Claims-Made Contract.  Unlimited tail coverage is free in the event of DEATH or
PERMANENT DISABILITY, or when a member reaches age 55 or older and has been insured
under a Psychiatrists' Program Claims-Made contract for at least 5 consecutive years
immediately prior to permanent retirement. It is also free when a member has been insured with
the Psychiatrists' Program under a claims-made contract for 10 consecutive or more years
provided at the time of cancellation, the annual premium has not been experience rated anytime
during the ten year period and the insured requested the cancellation of coverage.

2. Modified Occurrence Contract.  Tail coverage is included at no additional cost upon
termination or non-renewal, for any reason.

3. Claims-Made with Prepaid Tail Contract. Same as Modified Occurrence Contract.

| Rule 7. | Experience Rating Guidelines |

The following Experience Rating Guidelines applies:

Severity —

(Use last five-year experience period prior to renewal application)

Indemnity payment $30,000 to $50,000 10% per claim

Indemnity payment $50,001 to $99,999 20% per claim

Open or closed claim with Indemnity payment

or reserve $100,000 or more ‘ 30% per claim plus 10% each
$50,000 increment above
$100,000

Frequency (Open and Closed claims with incurred
and/or reserved indemnity and expenses totaling

$10,000 and above).

Two claims reported within any 12-month period in

last three years. 25% each claim
Three claims reported within last five years. 50% each claim

Liability (Open and closed claims within last 5 years)

a. Deviation from standard of care 50%-non-renewal
b. Non-cooperation with policy conditions 50%-non-renewal
¢. Undue familiarity
Insured admission : non-renewal
Settlement by carrier and/or insured non-renewal

Ed. (1-08) Page 4 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

[Rule 8. | Schedule Rating Plan — Individual Program |

The following schedule rating criteria can be used to establish the adjusted annual premium per
participant.

Refer to the following, which discusses the underwriting intention for considering risk characteristics
not otherwise contemplated in the base rate.

The rating schedule is intended to create an overall risk profile of the insured. Multiple characteristics
should be weighted and evaluated based on measurable statistics, (i.e. practice time, number of patients,
length of training or experience or lack thereof, etc)

This program is mandatory and to be administered consistently with each insured or prospective insured.

Schedule rating characteristics

Adjustment to base rate of +/- 40% requires management approval except where indicated below.

A.

PRACTICE SETTING:

Detention Facilities: This includes jails, juvenile centers, detention centers and prisons. Risks
associated with this exposure are generally related to frequency rather than severity. Individuals kept in
these facilities are typically litigious who spend significant time reviewing case law and figuring out
ways to file suits. (Jail House Lawyers). In most federal facilities, the employees enjoy sovereign
immunity, which means they cannot be sued. Therefore, our physician which is usually a contractor is
left as the “deep pocket” and the only person available for potential recovery of alleged damages.

All other type of government or community facilities may or may not have statutes protecting the
employees against liability. It will vary by state and county. There may also be protection for these
individuals through the facility’s professional liability insurance carrier. Hold harmless indemnification
clauses are standard in these contractual relationships. Therefore, it is important to understand the
working arrangement between the insured and the facility to measure the degree of increased liability for
our participant. 5% debit

Patient recruitment practices: The probability of increased liability is common for those practices
utilizing techniques for patient recruitment considered entrepreneurial and absent of credible medical
necessity. For example, advertisements made outside of the practice area, bonuses given for patient
referrals or profits generated by the care the physicians and other treating professionals rendered to their
patients are some examples of techniques that could cause litigation.

The Underwriter should review the entire profile of the participant to determine the extent of increased
liability if they are involved in a practice location or facility that engages in this activity. As a result of
increased media concentration on these practices, many facilities have taken measures to terminate these

Ed. (1-08) Page 5 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 8. | Schedule Rating Plan — Individual Program (cont’d.) l

practices. However, the amount of time the participant has been associated with this activity should be
considered. 40% debit or convert the insured to a claims — made policy form.

Home based practice: An insured working from the home is not uncommon in the practice of
psychiatry. Many part-time women, who also are raising a family and want to continue practicing,
conduct a small practice from their home. It is however, also understood that these individuals, maintain
relationships with the community and medical mental health professionals for continued education and
referral capabilities.

The liability for a participant is considered increased when an individual has chosen to work from the
home because they cannot obtain clinical or hospital affiliations. The ongoing mentoring of colleagues is
not present and the psychiatrist has no peer review of his/her practice activities. This practice profile
may require intervention and additional interviewing by PRMS risk management to ascertain the degree
of adverse risk. 30% debit

Facility has been subject to license or accreditation disciplinary action or federal investigation or
prosecution, mass tort litigation or investigative reporting. If an insured is affiliated with a facility
that has recently been subject to any of these issues it is probable that the insured may have an increased
liability. The effect of patient knowledge of these actions and media attention could place our insured in
a position to be “guilty by association”.

The underwriter should utilize all reference information relative to this facility and determine the degree
of involvement of our insured directly related to the facility’s adverse risk characteristics. 40% debit

Clinical teaching activities exceed 50% of total practice time: Although the insured involved in this
activity is competent to teach other medical professionals, the increase of patient volume related to this
activity is considered an additional liability exposure. 10% debit

B. NATURE AND SCOPE OF PRACTICE

Treatment of Borderline Personalities and Multiple Personality disorders: Incidental treatments of
these disorders are contemplated in the base rates. However, the underwriter should consider the
number of patients and time devoted by the participant to these treatments. In addition, treatment
modality must be questioned by the underwriter and discussed with PRMS risk management for
unconventional activities by the insured. 40% debit

Treatment of pain management: Patients secking psychiatric services for the management of pain are
almost always associated with other medical treatments or illnesses. For this reason, treatment of pain
management can increase the liability where our insured would be involved in a claim along with other
treating physicians. The underwriter should discuss the volume of patients and practice time devoted to
this activity. In addition, the treatment modalities should be discussed with PRMS risk management to

Ed. (1-08) Page 6 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

LRule 8. | Schedule Rating Plan - Individual Program (cont’d.) B

determine standard of care. - Psychiatrists utilizing anesthesia for pain management is to be referred to
management for consideration of continued insurability. 40% debit

Use of abreaction, rage; sodium amytal, sex and recovered memory therapies: The base rate does
not contemplate treatment by use of these types of therapies. Any insured utilizing these therapies
should be discussed with PRMS risk management after the underwriter has secured information from the
participant regarding the patient volume and practice time affiliated with these therapies. All insured
members utilizing these therapies should be referred to management for consideration of continued
insurability. 40% debit

Supervision of/Consultation with professionals in 2, 3 and 4 above: Although the insured may not
directly treat patients or use these therapies, they incur vicarious liability for the supervision of
professionals who do. In addition, consultation is defined as professional services rendered and does not
decrease the insured liability. Therefore, the premium should be increased as a result of this exposure.

40% debit

Above average daily patient volume: An average daily patient volume of 25 is contemplated in the
base rates. Any practice where the patient volume is greater should be considered as an increased risk

and priced accordingly. 30% debit

Adverse risk not contemplated in the base rate: This category should be used when the underwriter
determines that the participant's exposure generates a risk not-otherwise discussed in the above criteria
and was not contemplated in the usual and customary definition of psychiatric professional services but
meets underwriting approval for coverage. Use of this category requires management approval in all
cases.

[ Rule 9. | Group Accounts ]

Eligibility

The medical groups that will be considered for Coverage B of the policy will be professional
corporations, partnerships, or associations operated by behavioral healthcare professionals. The entity
will also have psychiatrist affiliation with at least 50 % of the psychiatrists being members in good
standing with the American Psychiatric Association.

Rates

Each Psychiatrist Insured will be rated in accordance with the individual program rules
and rates. '

Ed. (1-08) Page 7 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

[ Rule 9. | Group Accounts (cont’d.) [

Individual coverage for other behavioral healthcare professionals will be rated as a percentage of the
psychiatrist rate for that rating area.

e Psychologists: 20
e Social Workers .03
e Therapists: .03
e Nurses: 05
e Nurse Practitioner .30

Vicarious liability coverage for the medical group for employed or contracted behavioral healthcare
providers not insured under the policy will be priced at 10% of the otherwise applicable premium rate
(including discounts).

Medical group premium will be priced based on the following:

Number of Percentage of
Insured employees/contractors. Insured Psychiatrist Base Rate
2-5 10%
6-10 15%
11-20 20%
over 20 25%

The sum of the individuals, medical group and vicarious liability premium will determine the total
premium of the medical group.

Non-psychiatrist insureds can share the limit of liability of the medical group.

The base rate for each insured sharing the limit with the group entity will be reduced by 10% when the
total number of insured psychiatrists in the group exceeds 5 on an annual basis.

The base rate for each insured sharing the limit with the group entity will be reduced by 5% when the
total number of insured psychiatrists in the group is 5 or less on an annual basis.

A schedule rating credit/debit can then be applied to the total premium of the medical group in
accordance with the Schedule Rating Group Rules, (see attached).

Limits of Liability ' :

Refer to policy Limits of Liability Section, Coverage A and Coverage B for application of limits for
individual insureds, medical corporations, partnerships, and associations. Refer to the rate schedule for
the applicable limits for each state.

Ed. (1-08) Page 8 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

[ Rule 9. | Group Accounts (cont’d.) |

Claims-Made ,
The retroactive date can be advanced only at the request or with the written acknowledgment of the

insured.

Group Vicarious Liability Surcharge Endorsement

If a scheduled insured under the group policy terminates coverage and does not elect to purchase the
extended reporting endorsement, the group premium will be surcharged 10% of the quoted ERP
premium. The surcharge is applicable as a result of the vicarious liability exposure to the group for the
professional services rendered by the insured while working on behalf of the group. The surcharge will
be waived if the cancelled insured provides proof of prior acts coverage from the new carrier for the
period insured under the group policy.

Other Physician Coverage

The Program will consider coverage for individual physicians affiliated with the medical

group who are not psychiatrists (i.e. internists, pediatricians, family/general practice). The rate for these
physicians will be calculated in accordance with the filed class relativity differential (psychiatry to other
specialty) of the major medical professional liability insurance carrier in that state. The calculated
relativity will then be applied to the base psychiatry rate used in this Program’s individual rates.

Outside Medical Group Practice Activity
Coverage will be considered for an insured who has a medical practice outside the scope of his/her

affiliation with the medical group. The outside practice is subject to underwriting and if accepted will
be rated in accordance with the medical specialty rate and total practice hours applicable to all practice
activities for which coverage has been provided.

[ Rule 10. | Schedule Rating Plan — Group Accounts |

The following modifications may be applied to recognize special characteristics that are not fully
recognized in the basic rate(s) or premium. The maximum credit/debit shall not exceed +/-5.

The schedule rating program is mandatory and to be administered consistently for each insured or
prospective insured.

Management (+/- 5)

Management has demonstrated adequate control and monitoring of the risks and exposures of the
organization. The financial condition of the Medical Group is favorable. An example of a

Medical Group which would receive a credit would employ a dedicated risk manager and have
favorable financial ratios.

Ed. (1-08) Page 9 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 10.

| Schedule Rating Plan — Group Accounts (Cont’d) ]

Employees (+/-5)

The applicant has established a continuing professional education program for its employees and
encourages certification in their respective specialties. There must be a statement in the employee
handbook advocating continuing education. The Medical Group agrees to pay all or some of the
tuition fees and/or related educational expenses. Further, the composition of the Medical Group
will be 50% or greater of the employee population having board certification or similar advanced
degrees for a maximum credit to be granted. If the percentage is lower, but still substantial, and
the other criteria described above are met, a lesser credit may be granted. If none of the above, a
debit will be made.

Risk Management (+/-5)

The applicant has an established and working risk management program to minimize the
frequency and severity of claims. A Medical Group which has an incident reporting system,
occurrence screening, and other mechanisms to address potential and actual claims would receive
a maximum credit. If none of these mechanisms are in place, a debit will be made.

Medical Records/Informed Consent (+/-5)

The applicant has a system in effect for concurrent and retrospective review of medical records
and informed consent documents. If the Medical Group has a medical records system only or an
informed consent system only, no debit or credit is available. If both systems are in effect, a
credit is available. If neither system is in effect, a debit will be made.

Performance of experimental procedures (+/-5)

If the medical group practice includes procedures that are considered experimental, but that are
performed within the prescribed guidelines, controlled studies, or : “protocol” established by the
manufacturer or similar entity, there will be no debit or credit, however if the experimental
procedures are not subject to the protocol, a debit of up to 10% will be applied. Since the
underlying program’s rates reflect the assumption that insureds will not be performing
experimental procedures, no credit will be given under any circumstances and under this category
i.e. there will be no credit if experimental procedures are not utilized.

| Rule 11.

| Locum Tenens J

A Locum Tenens (“hold the place of”) works in place of a Named Insured or Additional Named
Insured, never at the same time. The Locum Tenens doctor must be underwritten in the same specialty
classification as the Named Insured or Additional Named Insured. The program will allow Locum
Tenens coverage for a maximum total of 45 days each policy year.

There is no charge for this coverage.

Ed. (1-08)
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)Message Page 1 of 2

Neuman, Gayle

From: Harry, Myron [Myron.Harry@AIG.com]

Sent:  Wednesday, February 06, 2008 9:23 AM

To: Neuman, Gayle

Subject: RE: National Union Fire Ins Co of Pittsburgh, PA - Psychiatrists Filing #AIC-07-EOQ-15

Ms. Newman,
In response to your request, we offer the following:
1. Statistics are reported to the Insurance Services Office as Non-Bureau.

2. How many lilinois insureds are affected by this rate change?
157 Insureds are affected by this rate change.

How much premium change will there be (minimum/maximum)?
Our premium change will be a -$174,980.

How many will receive:
An increase: 0
A decrease: 157 -$174,980
Stay neutral: 0

Please let us know if we can be of any further assistance.

From: Neuman, Gayle [mailto:Gayle.Neuman@illinois.gov]

Sent: Thursday, January 31, 2008 2:23 PM

To: Harry, Myron

Subject: National Union Fire Ins Co of Pittsburgh, PA - Psychiatrists Filing #AIC-07-EO-15

M. Harry,
We have two last questions to address.

1. Please indicate if your company has a plan for the gathering of statistics or the reporting of statistics to
statistical agencies? If yes, what stat agency is being used?

2. How many lllinois insureds are affected by this rate change? How much premium change will there be
(minimum/maximum)? How many will receive an increase, a decrease, stay neutral, and any range of
premium involved.

We request receipt of your response by no later than February 7, 2008.

Gayle Neuman

Property & Casualty Compliance, Division of Insurance
lllinois Department of Financial & Professional Regulation
(217) 524-6497

Please refer to the Property and Casualty Review Requirement Checklists before submitting any filing.
The checklists can be accessed through the Department's website (http://www.idfpr.com/) by clicking on:
Insurance; Industry; Regulatory; IS3

2/6/2008



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 12, | Suspension of Insurance B

An insured covered under a claims-made policy may request suspension of insurance, due to disability
or to accommodate a sabbatical leave of training. The insured will not be covered for claims or suits
which arise based on an occurrence within the period of suspension. The insured is entitled to report
claims during the period of suspension which arise from occurrences when the policy was in force and
not on suspense.

Suspension may be secured for a minimum period of 90 consecutive days and for a maximum of one
year. This option is allowed only once every four years except for reason of disability.

Billing for the current quarter(s) is suppressed, and a refund for the quarter(s) or remainder of quarter(s)
affected is made to the insured.

The premium is calculated as 25% of the claims-made written premium and then pro-rated for the
suspended period.

| Rule 13. | Policy Minimum Premium |

A minimum annual premium of $1000.00 for any one policy with limits of
$1,000,000/$3,000,000 or lower will be applied.

A minimum annual premium of $2000.00 for any one policy with limits of
$2,000,000/$6,000,000 will be applied.

| Rule 14. | Quarterly Premium Installment Plan |

Quarterly Premium Installment Plan: The charge for premium installments shall be the lesser of one
percent (1%) of the total premium or $25.00 per installment. There will be no interest charges on
installment payments. Any additional premium resulting from changes to the policy will be spread
equally over the remaining installments, if any. If there are no remaining installments, additional
premium resulting from changes to the policy will be billed immediately as a separate transaction.

First Quarter = 40% ,

Second Quarter = 20%  Due 3 months from policy inception
Third Quarter = 20%  Due 6 months from policy inception
Fourth Quarter = 20% Due 9 months from policy inception

Ed. (1-08) Page 11 of 11



Message Page 1 of 2

Neuman, Gayle

From: Harry, Myron [Myron.Harry@AIG.com]

Sent: Wednesday, January 30, 2008 3:51 PM

To: Neuman, Gayle

Subject: RE: National Union Fire Ins Co of Pittsburgh, PA - Psychiatrists ang #AIC-07-EO-15

- Attachments: 1-08 Manual Rules - Revised.pdf; 1-08 Rate Sheet - revised.pdf

Ms. Neuman,
In response to your comments dated January 16, 2008, we offer the following:

1. We have revised the Rate Factor Sheet and the Manual Rules to reflect that the tail premium will be calculated
as a factor of the expiring annual premium.

2. We have revised the Manual Rules to clarify the calculation of the premium for suspension of coverage.

Also, please note that the premium for the suspension of coverage is calculated as 25% of the written premium
for the period of suspension. For example, if the annual premium is $5,000 and the suspension period is six
months, the premium for the suspension would be ($5,000 x .5 pro-rate for 6 months) x.25 = $625. Additionally, if
the suspension period runs into the next policy period, the pro-rated premium for the next policy period would be
calculated and multiplied by.25 as well.

3. The Manual Rules have been revised to specifically state that the 2nd, 3rd, and 4th instaliment payments are
due 3, 6, and 9 months respectively from policy inception.

Please see attached revised Manual Rules and Rate Sheet.
Please let us know if we can be of any further assistance.

Original Message-----

From: Neuman, Gayle [mailto:Gayle.Neuman@illinois.gov]

Sent: Wednesday, January 16, 2008 11:48 AM

To: Harry, Myron

Subject: National Union Fire Ins Co of Pittsburgh, PA - Psychiatrists Filing #AIC-07-EO-15

M. Harry,

We are in receipt of the above referenced filing submitted by your letter dated November 14, 2007. The
submission is not acceptable for filing in illinois due to the following reason(s):

1. The extended reporting period (tail) coverage premium must be priced as a factor of one of the
following: (1) the last twelve months premium; (2) the premium in effect at policy issuance; or (3) the
expiring annual premium. The manual must list the factor to be used to figure the premium. The manual
should additionally indicate if the extended reporting period is for a year or unlimited - for both the tail and
the free tail.

2. Under Rule 12. Suspension of Insurance, the manual indicates "charge 25% of the claims-made rate".
Is this charge the same regardless of the suspension being 90 days or a full year? If this one year period
straddles two policy periods, is the insured charged the 25% for both policy periods?

3. Under Rule 14. Quarterly Premium Installment Plan, we require the manual indicate that the three
installments are due 3, 6 and 9 months from policy inception (unless a more lenient schedule is allowed).

We request receipt of your response by January 30, 2008.

1/31/2008



Message Page 2 of 2

Gayle Neuman

Property & Casualty Compliance, Division of Insurance
Hlinois Department of Financial & Professional Regulation
(217) 524-6497

Please refer to the Property and Casualty Review Requirement Checklists before submitting any filing.
The checklists can be accessed through the Department's website (http://www.idfpr.com/) by clicking on:
Insurance; Industry; Regulatory; IS3

Review Requirements Checklists; Property Casualty 1S3 Review Requirements Checklists.

THIS MESSAGE IS INTENDED FOR THE SOLE USE OF THE ADDRESSEE AND MAY BE
CONFIDENTIAL, PRIVILEGED AND EXEMPT FROM DISCLOSURE UNDER APPLICABLE LAWS. IF
YOU RECEIVE THIS MESSAGE IN ERROR, PLEASE DESTROY IT AND NOTIFY US BY SENDING AN
E-MAIL TO: Gayie.Neuman@illinois.gov

1/31/2008
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Neuman, Gayle

From: Savage, Marcy

Sent:  Thursday, January 17, 2008 3:27 PM
To: Neuman, Gayle

Subject: RE: Psychiatrist's Purchasing Group, Inc.

This purchasing group is registered with National Union Fire of Pitt PA as their carrier.

From: Neuman, Gayle

Sent: Wednesday, January 16, 2008 9:35 AM

To: Savage, Marcy

Subject: FW: Psychiatrist's Purchasing Group, Inc.

Not sure if this went through the first time | sent it.

From: Neuman, Gayle

Sent: Monday, January 07, 2008 10:46 AM
To: Savage, Marcy

Subject: Psychiatrist's Purchasing Group, Inc.

National Union Fire Ins Co of Pittsburgh, PA has submitted a filing indicating the above mentioned purchasing
group. Please advise if they are properly registered. Thank you.

Gayle Neuman

Property & Casualty Compliance, Division of Insurance
lilinois Department of Financial & Professional Regulation
(217) 524-6497

1/17/2008



PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
SIDE-BY-SIDE COMPARISON OF MANUAL RULES

RULES VERSION 5-04 IL RULES VERSION 10-07

RULE 2. VICARIOUS LIABILITY

. Policy Coverage A has been changed to reflect
proper number of employees: 1-3

1. Policy Coverage A shows as:
No. of Employees/lndependent Contractors: (-3

RULE 14. QUARTERLY PREMIUM
INSTALLMENT PLAN

2. Quarterly Premium Installment
Plan: The charge for premium
installments shal] be the lesser of one
percent (1%) of the total premium or
$25.00 per installment. There will be
no interest charges on installment
payments. Any additiona] premium
resulting from changes to the policy
will be spread equally over the
remaining installments, if any. If
there are no remaining installments,
additional premjum resulting from
changes to the policy will be billed
immediately as a separate transaction,

First Quarter = 40%
Second Quarter = 20%
Third Quarter = 20%

Fourth Quarter = 20%




Explanatory Memorandum

Data

Data used in this analysis was provided by Professional Risk Management Services, which
manages the APA-endorsed Psychiatrist’s Professional Liability insurance Program (Programj
on behalf of National Union Fire Insurance Company of Pittsburgh, PA.

Factors applied to individual state data are derived on a countrywide basis. Countrywide data
excludes experience of Kansas, Louisiana and Pennsylvania insureds. Kansas, Louisiana and
Pennsylvania have catastrophic loss funds attaching at limits less than $1 million/$3 million.
Only states where at least $1 million/$3 million limits are offered were included in the analysis.

Data was valued as of June 30, 2006.

Other adjustments were made to the data. First, claim data was adjusted by removing National
Medical Enterprise (NME]} claims. NME claims arose from the fraudulent Activity of the insured.
Claims of this type are not anticipated to occur again. Second, the Program has written a
number of claims-made policies. Experience of these policies was adjusted to an occurrence

basis and included in the data.

Furnished data was not audited or verified other than to inspect it for reasonableness and
consistency with data previously provided.

Countrywide Indication

 On-Level Earned Premium. On-level earned premium was computed by extending base earned
exposures by manual rates'. For states where only claims-made coverage is offered, the mature
claims-made rate was adjusted to an occurrence basis by dividing it by the claims-made

maturation relativity.

Projected Ultimate Losses and LAE. Losses and LAE were projected to their ultimate values
using both paid and incurred loss development methods. Regardless of the fundamental

quantity, the projection procedure is the same.

"in the past, earned exposures were extended by manual rates adjusted by the average deviation from the base
occurrence rate. Now, a newly created data warehouse permits computation of base earned exposures for
accident years 1998 and subsequent. For example, a psychiatrist performing minor neurological procedures is
charged twice the premium an otherwise identical psychiatrist without neurological procedures would be
charged. Accordingly, a psychiatrist performing minor neurological procedures is counted as two units of
exposure. Conversely, a part-time psychiatrist receiving a fifty percent premium credit would be counted as one-
half unit of exposure,

For accident years prior to 1998, on-level earned premium Is the number of earned psychiatrists extended by
manual rates. This results in overstated on-level earned premium, and understated trended on-ievel loss and LAE

ratios, for those accident years prior to 1998.



Accident year 2004 and 2005 projections were replaced with Jjudgmental selections akin to
Bomhue.-tter—Ferguson3 projections as in prior year analyses. The product of on-level earned

Final selection of ultimate losses was made after €xamining the resuits of both projections and
is an average of the results of the two projections.

Frofected Ultimate Claims. Reported claims, excluding those closed without payment, were
projected to ultimate using a procedure analogous to that used to project ultimate lasses, The
protracted emergence suggested by selected development factors is appropriate and is due, at
least in part, to the manner in which date of loss is established; in the absence of a definite act,

the date of first treatment is used.

Trend. An indicated trend factor was derived in two ways: as the product of frequency and
severity trends; and as pure premium trend directly. In theory the product of frequency and
severity trends should equal the pure premium trend; however, in practice, combinations of
linear and exponential modeis may result in a deviation. Trend indications are €xamined over
various time intervals. Selected trends are based on the most recent seven years®. The selected

Target Loss and LAE Ratio. A substantial portion of the direct written premium is ceded to
reinsurer that pays a ceding commission of 22.0%, plus tax allowance of 3.5%. The expense
allocation represents a reasonable allocation of the ceding commission to €xpense categories.
The reinsurer bearing the plurality of risk imparted the underwriting profit provision.

? This iterative procedure is more fully described in Sherman, RE., “Extrapolating, Smoothing, and Interpolating
Development Factors”, Proceedings of the Ca:ua/g/Actuar/a/Socfeg/LX/\’z 1984, pp. 122-155,

? See Bornhuetter, RL.; and Ferguson, R.E., “The Actuary and I1BNR”, Proceedings of the Casualty Actuarial Society
LIX, 1972, pp.181-195.

prospective rates,



Investment Income Offset. The investment income offset is calculated using a discounted cash
flow approach. The pattern of payment emergence is derived from countrywide paid loss
development factors. The interest rate of 4.000% used to discount the payment emergence is
comparable to the risk free rate of return in recent years. The indicated discount factor was

tempered 10% to reflect risk in the pattern of payment emergence.

Countrywide Indication. The countrywide indication is based on a mid-five-ofseven year
experience period to balance stability and responsiveness. The on-evel earned premium
weighted average of the trended on-level loss and loss adjustment expense ratio, divided by
the target loss and loss adjustment expense ratio, gives a countrywide indication of +0.2%. This
indication has full credibility using a full credibility standard of 1,537 claims [P= 95%, k= +5%).

Ilinois indication

Projected Ultimate Losses and LAE. Losses and LAE were projected to their ultimate values
using both paid and incurred loss development methods. Loss development factors are those
developed on a countrywide basis. Accident year 2004 and 2005 projections were replaced
with judgmental selections analogous to the countrywide selections. Final selection of ultimate
losses was made after examining the results of both projections. Selected ultimate losses are an

average of the two projections.

Statewide Indication. Like the countrywide indication, the statewide indication is based on a
mid-five-of-seven year experience period. The statewide indication, after credibility weighting

with the countrywide indication, is -5.5%.

In our opinion, implementing the selected statewide rate level change would result in rates
that are reasonable and not excessive, inadequate, or unfairly discriminatory. Therefore, we
recommend the Program implement a -5.5% rate decrease.



Exhibits

IHlinois Exhibits
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NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
Psychiatrists Professional Liability Program

ILLINOIS
2007
. Base rate for $500,000/$1,500,000 Occurrence Coverage:
Territory 1
(Cook, Dupage, Kane, Lake, Madison, McHenry, St. Clair & Vermillion, Will) $20,970
Territory 2 — (Champaign, Jackson, Kankakee, LaSalle, Sangamon) $.6,760
Territory 3 — (Rest of State) $12,154

I Limits Factors

$100,000/$300,000 711
$200,000/$600,000 .789
$250,000/$750,000 .816
$300,000/$900,000 .842
$400,000/$1,200,000 .895
$500,000/$1,500,000 1.000
$1,000,000/$3,000,000 1.057
$2,000,000/$6,000,000 1.363

. Claims-made Conversion Factors (% of occurrence premium)

Number of years Claim-Made Coverage:

First Year 0.315
Second Year 0.585
Third Year 0.765
Fourth Year 0.855

Fifth Year and Thereafter 0.900
V. Extended Reporting Claims Endorsement

% of mature CIaihs—Made Premium:

First Year 100%
Second Year 125%
Third Year : 140%
Fourth Year 150%

Fifth Year and Thereafter 175%

Ed. (6-07)



NATIONAL UNION FIRE INSURANCE COMPANY OF r:TTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

I Rule 1. l Rating Profile Items l

A member may receive the FYIP, SYIP, TYIP (&/or MILITARY) only once. The discount applies to
the first (second or third) year immediately following the completion of residency or fellowship,
regardless of interruption of time.

A member may receive the MIT discount more than once. The requirement is that the member is eligible
for the MIT so long as the APA has reclassified his/her membership status accordingly.

If both an active part-time credit and an active F,S, TYIP credit are among the rating profile items, the
higher credit of the two shall apply.

MIT credit cannot be combined with a part-time credit.

The current listing of Rating Profile Items (Program discounts, surcharges, credits & debits), is as
follows:

Neurology 2x Psychiatrist Base Premium

Neurology with Special Procedures 4x Psychiatrist Base Premium

Child & Adolescent Psychiatry (C&AP) 15% Premium Discount

Early Career Psychiatrists (includes military) FYIP 60%Credit
Occurrence, Modified Occurrence and Claims-made  SYIP 4% Credit
Pre-Paid Tail Policies only TYIP 35%Credit
Early Career Psychiatrists (includes military) FYIP 50%Credit
Claims-Made Policies only SYIP 25%Credit
TYIP 25%Credit
Member in Training (MIT) 50%Credit
Part-Time Practice 1-10 Hours  50%Credit
11-15Hours  40%Credit
16-20Hours  30%Credit

Experience & Schedule Rating Program
Psychoanalytic Certification

Risk Management Seminar

See separate sections

5%Credit

5%Credit

Ed. (10-07)
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NATIONAL UNION FIRE INSURANCE COMPANY OF riTTS3URGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

[Rule 2. | Vicarious Liability |

The additional premium for vicarious liability coverage is determined as follows:

VICARIOUS LIABILITY
Additional Premium for Separate Limit
(Policy Coverage B)

No. of Employees/Independent Contractors Percent of final individual modified premium

0-3 10%
4-10 25%
11-25 50%
Over 25 100%

VICARIOUS LIABILITY
Additional Premium for Shared Limit
(Policy Coverage A)

No. of Employees/Independent Contractors Percent of final individual modified premium
1-3 5%
4-10 15%
11-25 25%
Over 25 100%
l Rule 3. ’ Premium Rounding ]

All premiums shall be rounded to the nearest whole dollar. Amounts that are less than 50 cents shall be
dropped. Increase amounts that are 50 cents or more to the next whole dollar.

Rounding procedures to be followed are taken from the Insurance Service Office, In~. rules.

RATES: Round rates, factors and multipliers after the final calculation to three decimal places.
Five-tenths or more of a mill shall be considered one mill, e.g.,.1245= 125

PREMIUM: Round the premium for each coverage for which a separate premium is calculated to the
nearest whole dollar. Round a premium involving $.50 or over the next higher whole dollar.

Ed. (10-07) Page 2 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF riTTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 4. | Maximum 50% Credit |

Maximum 50% credit (discount) applies subject to the following exclusions:

First Year in Practice (FYIP is 60%)

Experience factor is not included

Schedule factor is not included

Psychoanalytic Cert. factor is not included

Risk Management Seminar factor is not included
Child and Adolescent (C & AP) is not included

LRule 5. | Prior Acts Endorsement ]

The following rating is used when a member converts the claims-made policy to occurrence and does
not purchase extended reporting endorsement from the prior carrier. Prior Acts Endorsement will be
effective the inception date of the occurrence policy and cover claims reported after the cancellation date
which occurred between the retroactive date and cancellation date of the claims-made policy.

This rating will be used in situations where the member’s most recent previous carrier was The
Psychiatrists’ Program and for some reason the member allowed occurrence policy to lapse. The lapsed
period cannot exceed one year and must meet acceptable underwriting criteria.

1* year in CLAIMS MADE Coverage 70% of Occurrence Premium
2" year in CLAIMS MADE Coverage 110% of Occurrence Premium
3" year in CLAIMS MADE Coverage 135% of Occirrence Premium
4™ year in CLAIMS MADE Coverage 145% of Occurrence Premium

5™ year and after in CLAIMS MADE Coverage 160% of Occurrence Premium

| Rule 6. | Tail Coverage (Extended Reporting Period) ]

Tail premium calculation process is EXACTLY the same process as for Primary Coverage regarding the
application of all discounts, surcharges, credits, & debits, including short rate and prorata factors.

Tail pricing is based off of the Numbers of Years written under a Claims Made contract.
FREE TAIL COVERAGE

1. Claims-Made Contract. Tail coverage is free in the event of DEATH or PERMANENT
DISABILITY, or when a member reaches age 55 or older and has been insured under a
Psychiatrists' Program Claims-Made contract for at least 5 consecutive years immediately prior
to permanent retirement. It is also free when a member has been insured with the Psychiatrists'
Program under a claims-made contract for 10 consecutive or more years provided at the time of
cancellation, the annual premium has not been experience rated anytime during the ten year
period and the insured requested the cancellation of coverage.

Ed. (10-07) Page 3 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF riTTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

[ Rule 6. | Tail Coverage (Extended Reporting Period) (cont’d.) |

2. Modified Occurrence Contract.  Tail coverage is included at no additional cost upon
termination or non-renewal, for any reason.

3. Claims-Made with Prepaid Tail Contract. Same as Modified Occurrence Contract.

| Rule 7. [ Experience Rating Guidelines ]

The following Experience Rating Guidelines applies:

Severity —

(Use last five-year experience period prior to renewal application)

Indemnity payment $30,000 to $50,000 10% per claim

Indemnity payment $50,001 to $99,999 20% per claim

Open or closed claim with Indemnity payment

or reserve $100,000 or more 30% per claim plus 10% each
$50,000 increment above
$100,000

Frequency (Open and Closed claims with incurred
and/or reserved indemnity and expenses totaling

$10,000 and above).

Two claims reported within any 12-month period in

last three years. 25% each claim
Three claims reported within last five years. 50% each claim

Liability (Open and closed claims within last 5 years)

a. Deviation from standard of care 50%-non-renewal
b. Non-cooperation with policy conditions 50%-non renewal
¢. Undue familiarity
Insured admission non-renewal
Settlement by carrier and/or insured non-renewal

Ed. (10-07) Page 4 of 11




NATIONAL UNION FIRE INSURANCE COMPANY OF r1{TTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 8.

[ Schedule Rating Plan — Individual Program ’

The following schedule rating criteria can be used to establish the adjusted annual premium per
participant.

Refer to the following, which discusses the underwriting intention for considering risk characteristics
not otherwise contemplated in the base rate.

The rating schedule is intended to create an overall risk profile of the insured. Multiple characteristics
should be weighted and evaluated based on measurable statistics, (i.e. practice time, number of patients,
length of training or experience or lack thereof, etc)

This program is mandatory and to be administered consistently with each insured or prospective insured.

Schedule rating characteristics

Adjustment to base rate of +/- 40% requires management approval except where indicated below.

A.

PRACTICE SETTING:

Detention Facilities: This includes jails, juvenile centers, detention centers and prisons. Risks
associated with this exposure are generally related to frequency rather than severity. Individuals kept in
these facilities are typically litigious who spend significant time reviewing case law and figuring out
ways to file suits. (Jail House Lawyers). In most federal facilities, the employees enjoy sovereign
immunity, which means they cannot be sued. Therefore, our physician which is usually a contractor is
left as the “deep pocket” and the only person available for potential recovery of alleged damages.

All other type of government or community facilities may or may not have statutes protecting the
employees against liability. It will vary by state and county. There may also be protection for these
individuals through the facility’s professional liability insurance carrier. Hold harmless indemnification
clauses are standard in these contractual relationships. Therefore, it is important to understand the
working arrangement between the insured and the facility to measure the degree of increased liability for
our participant. 5% debit

Patient recruitment practices: The probability of increased liability is common for those practices
utilizing techniques for patient recruitment considered entrepreneurial and absent of credible medical
necessity. For example, advertisements made outside of the practice area, bonuses given for patient
referrals or profits generated by the care the physicians and other treating professionals rendered to their
patients are some examples of techniques that could cause litigation.

The Underwriter should review the entire profile of the participant to determine the extent of increased
liability if they are involved in a practice location or facility that engages in this activity. As a result of
increased media concentration on these practices, many facilities have taken measures to terminate these

Ed. (10-07) Page 5 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF rITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 8.

| Schedule Rating Plan — Individual Program (cont’d.) |

practices. However, the amount of time the participant has been associated with this activity should be
considered. 40% debit or convert the insured to a claims — made policy form.

Home based practice: An insured working from the home is not uncommon in the practice of
psychiatry. Many part-time women, who also are raising a family and want (o continue practicing,
conduct a small practice from their home. It is however, also understood that these individuals, maintain
relationships with the community and medical mental health professionals for continued education and
referral capabilities.

The liability for a participant is considered increased when an individual has chosen to work from the
home because they cannot obtain clinical or hospital affiliations. The ongoing mentoring of colleagues is
not present and the psychiatrist has no peer review of his/her practice activities. This practice profile
may require intervention and additional interviewing by PRMS risk management to ascertain the degree
of adverse risk. 30% debit

Facility has been subject to license or accreditation disciplinary action or federal investigation or
prosecution, mass tort litigation or investigative reporting. If an insured is affiliated with a facility
that has recently been subject to any of these issues it is probable that the insured may have an increased
liability. The effect of patient knowledge of these actions and media attention could place our insured in
a position to be “guilty by association”.

The underwriter should utilize all reference information relative to this facility and determine the degree
of involvement of our insured directly related to the facility’s adverse risk characteristics. 40% debit

Clinical teaching activities exceed 50% of total practice time: Although the insured involved in this
activity is competent to teach other medical professionals, the increase of patient velume related to this
activity is considered an additional liability exposure. 10% debit

NATURE AND SCOPE OF PRACTICE

Treatment of Borderline Personalities and Multiple Personality disorders: Incidental treatments of
these disorders are contemplated in the base rates. However, the underwriter should consider the
number of patients and time devoted by the participant to these treatments. In addition, treatment
modality must be questioned by the underwriter and discussed with PRMS risk management for
unconventional activities by the insured. 40% debit

Treatment of pain management: Patients secking psychiatric services for the management of pain are
almost always associated with other medical treatments or illnesses. For this reason, treatment of pain

management can increase the liability where our insured would be involved in a claim along with other
treating physicians. The underwriter should discuss the volume of patients and practice time devoted to
this activity. In addition, the treatment modalities should be discussed with PRMS risk management to

Ed. (10-07) Page 6 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF riTTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 8. | Schedule Rating Plan — Individual Program (cont’d.) |

determine standard of care. Psychiatrists utilizing anesthesia for pain management is to be referred to
management for consideration of continued insurability. 40% debit

Use of abreaction, rage; sodium amytal, sex and recovered memory therapies: The base rate does
not contemplate treatment by use of these types of therapies. Any insured utilizing these therapies
should be discussed with PRMS risk management after the underwriter has secured information from the
participant regarding the patient volume and practice time affiliated with these therapies. All insured
members utilizing these therapies should be referred to management for consideration of continued
insurability. 40% debit

Supervision of/Consultation with professionals in 2, 3 and 4 above: Althcugh the insured may not
directly treat patients or use these therapies, they incur vicarious liability for the supervision of
professionals who do. In addition, consultation is defined as professional services rendered and does not
decrease the insured liability. Therefore, the premium should be increased as a result of this exposure.
40% debit

Above average daily patient volume: An average daily patient volume of 25 is contemplated in the
base rates. Any practice where the patient volume is greater should be considered as an increased risk
and priced accordingly. 30% debit

Adverse risk not contemplated in the base rate: This category should be used when the underwriter
determines that the participant's exposure generates a risk not-otherwise discussed in the above criteria
and was not contemplated in the usual and customary definition of psychiatric professional services but
meets underwriting approval for coverage. Use of this category requires management approval in all
cases.

I Rule 9. | Group Accounts |

Eligibility

The medical groups that will be considered for Coverage B of the policy will be professional
corporations, partnerships, or associations operated by behavioral healthcare professionals. The entity
will also have psychiatrist affiliation with at least 50 % of the psychiatrists being members in good
standing with the American Psychiatric Association.

Rates

Each Psychiatrist Insured will be rated in accordance with the individual program rules
and rates.

Ed. (10-07) Page 7 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF rITTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

LRule 9. | Group Accounts (cont’d.) i

Individual coverage for other behavioral healthcare professionals will be rated as a percentage of the
psychiatrist rate for that rating area.

e Psychologists: 20
e Social Workers .03
e Therapists: .03
e Nurses: .05
e Nurse Practitioner 30

Vicarious liability coverage for the medical group for employed or contracted behavioral healthcare
providers not insured under the policy will be priced at 10% of the otherwise applicable premium rate
(including discounts).

Medical group premium will be priced based on the following:

Number of Percentage of
Insured employees/contractors. Insured Psychiatrist Base Rate
2-5 10%
6-10 15%
11-20 20%
over 20 25%

The sum of the individuals, medical group and vicarious liability premium will determine the total
premium of the medical group.

Non-psychiatrist insureds can share the limit of liability of the medical group.

The base rate for each insured sharing the limit with the group entity will be reduced by 10% when the
total number of insured psychiatrists in the group exceeds 5 on an annual basis.

The base rate for each insured sharing the limit with the group entity will be reduced by 5% when the
total number of insured psychiatrists in the group is 5 or less on an annual basis.

A schedule rating credit/debit can then be applied to the total premium of the medical group in
accordance with the Schedule Rating Group Rules, (see attached).

Limits of Liability

Refer to policy Limits of Liability Section, Coverage A and Coverage B for application of limits for
individual insureds, medical corporations, partnerships, and associations. Refer to the rate schedule for
the applicable limits for each state.

Ed. (10-07) Page 8 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF riTTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

LRule 9. ] Group Accounts (cont’d.) !

Claims-Made
The retroactive date can be advanced only at the request or with the written acknowledgment of the

insured.

Group Vicarious Liability Surcharge Endorsement

If a scheduled insured under the group policy terminates coverage and does not elect to purchase the
extended reporting endorsement, the group premium will be surcharged 10% of the quoted ERP
premium. The surcharge is applicable as a result of the vicarious liability exposure to the group for the
professional services rendered by the insured while working on behalf of the group. The surcharge will
be waived if the cancelled insured provides proof of prior acts coverage from the new carrier for the
period insured under the group policy.

Other Physician Coverage

The Program will consider coverage for individual physicians affiliated with the medical

group who are not psychiatrists (i.e. internists, pediatricians, family/general practice). The rate for these
physicians will be calculated in accordance with the filed class relativity differential (psychiatry to other
specialty) of the major medical professional liability insurance carrier in that state. The calculated
relativity will then be applied to the base psychiatry rate used in this Program’s individual rates.

Outside Medical Group Practice Activity

Coverage will be considered for an insured who has a medical practice outsice the scope of his/her
affiliation with the medical group. The outside practice is subject to underwriting and if accepted will
be rated in accordance with the medical specialty rate and total practice hours applicable to all practice
activities for which coverage has been provided.

, Rule 10. | Schedule Rating Plan — Group Accounts |

The following modifications may be applied to recognize special characteristics that are not fully
recognized in the basic rate(s) or premium. The maximum credit/debit shall not exceed +/-5.

The schedule rating program is mandatory and to be administered consistently for each insured or
prospective insured.

Management (+/- 5)

Management has demonstrated adequate control and monitoring of the risks and exposures of the
organization. The financial condition of the Medical Group is favorable. An example of a

Medical Group which would receive a credit would employ a dedicated risk manager and have
favorable financial ratios.

Ed. (10-07) Page 9 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF riTTSBURGH, PA.
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 10.

| Schedule Rating Plan — Group Accounts (Cont’d) I

Employees (+/-5)

The applicant has established a continuing professional education program for its employees and
encourages certification in their respective specialties. There must be a statement in the employee
handbook advocating continuing education. The Medical Group agrecs to pay all or some of the
tuition fees and/or related educational expenses. Further, the composition of the Medical Group
will be 50% or greater of the employee population having board certification or similar advanced
degrees for a maximum credit to be granted. If the percentage is lower, but still substantial, and
the other criteria described above are met, a lesser credit may be granted. If none of the above, a
debit will be made.

Risk Management (+/-5)

The applicant has an established and working risk management program to minimize the
frequency and severity of claims. A Medical Group which has an incident reporting system,
occurrence screening, and other mechanisms to address potential and actual claims would receive
a maximum credit. If none of these mechanisms are in place, a debit will be made.

Medical Records/Informed Consent (+/-5)

The applicant has a system in effect for concurrent and retrospective review of medical records
and informed consent documents. If the Medical Group has a medical records system only or an
informed consent system only, no debit or credit is available. If both systems are in effect, a
credit is available. If neither system is in effect, a debit will be made.

Performance of experimental procedures (+/-5)

If the medical group practice includes procedures that are considered experimental, but that are
performed within the prescribed guidelines, controlled studies, or : “protocol” established by the
manufacturer or similar entity, there will be no debit or credit, however if the experimental
procedures are not subject to the protocol, a debit of up to 10% will be applied. Since the
underlying program’s rates reflect the assumption that insureds will not be performing
experimental procedures, no credit will be given under any circumstances and under this category
i.e. there will be no credit if experimental procedures are not utilized.

| Rule 11.

! Locum Tenens ]

A Locum Tenens (“hold the place of”) works in place of a Named Insured or Additional Named
Insured, never at the same time. The Locum Tenens doctor must be underwritten in the same specialty
classification as the Named Insured or Additional Named Insured. The program will allow Locum
Tenens coverage for a maximum total of 45 days each policy year.

There is no charge for this coverage.

Ed. (10-07)
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I Rule 12. | Suspension of Insurance ]

An insured may request suspension of insurance, due to disability or to accommodate a sabbatical leave
of training. The insured will not be covered for claims or suits which arise based on an occurrence
within the period of suspension. The insured is entitled to report claims during the period of suspension
which arise from occurrences when the policy was in force and not on suspense.

Suspension may be secured for a minimum period of 90 consecutive days and for a maximum of one
year. This option is allowed only once every four years except for reason of disability.

Billing for the current quarter(s) is suppressed, and a refund for the quarter(s) or remainder of quarter(s)
affected is made to the insured.

Charge 25% of the claims-made rate.

| Rule 13. [ Policy Minimum Premium ]

A minimum annual premium of $1000.00 for any one policy with limits of
$1,000,000/$3,000,000 or lower will be applied.

A minimum annual premium of $2000.00 for any one policy with limits of
$2,000,000/$6,000,000 will be applied.

| Rule 14. ’ Quarterly Premium Installment Plan |

Quarterly Premium Installment Plan: The charge for premium installments shall be the lesser of one
percent (1%) of the total premium or $25.00 per installment. There will be no interest charges on
installment payments. Any additional premium resulting from changes to the policy will be spread
equally over the remaining installments, if any. If there are no remaining installments, additional
premium resulting from changes to the policy will be billed immediately as a separate transaction.

First Quarter = 40%
Second Quarter = 20%
Third Quarter = 20%
Fourth Quarter = 20%

Ed. (10-07) Page 11 of 11



NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rulel. | Rating Profile Items |

A member may receive the FYIP, SYIP, TYIP (&/or MILITARY) only once. The discount applies to
the first (second or third) year immediately following the completion of residency or fellowship,
regardless of interruption of time.

A member may receive the MIT discount more than once. The requirement is that the member is eligible
for the MIT so long as the APA has reclassified his/her membership status accordingly.

If both an active part-time credit and an active F,S, TYIP credit are among the rating profile items, the
higher credit of the two shall apply.

MIT credit cannot be combined with a part-time credit.

The current listing of Rating Profile Items (Program discounts, surcharges, credits & debits), is as

follows:
Neurology 2x Psychiatrist Base Premium
Neurology with Special Procedures 4x Psychiatrist Base Premium
Child & Adolescent Psychiatry (C&AP) 15% Premium Discount
Early Career Psychiatrists (includes military) FYIP 60%Credit
Occurrence, Modified Occurrence and Claims-made  SYIP 40%Credit
Pre-Paid Tail Policies only TYIP 35%Credit
Early Career Psychiatrists (includes military) FYIP 50%Credit
Claims-Made Policies only SYIP 25%Credit
' TYIP 25%Credit
Member in Training (MIT) 50%Credit
Part-Time Practice 1-10 Hours  50%Credit
11-15Hours  40%Credit
16-20Hours  30%Credit
Experience & Schedule Rating Program See separate sections
Psychoanalytic Certification 5%Credit
Risk Management Seminar 5%Credit
Ed. (1-09) Page 1 of 11
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[ Rule 2. | Vicarious Liability l

The additional premium for vicarious liability coverage is determined as follows:

VICARIOUS LIABILITY
Additional Premium for Separate Limit
(Policy Coverage B)
No. of Employees/Independent Contractors Percent of final individual modified premium
0-3 10%
4-10 25%
11-25 50%
Over 25 100%
VICARIOUS LIABILITY
Additional Premium for Shared Limit
(Policy Coverage A)
No. of Employees/Independent Contractors Percent of final individual modified premium
1-3 5%
4-10 15%
11-25 25%
Over 25 100%

| Rule 3. | Premium Rounding |

All premiums shall be rounded to the nearest whole dollar. Amounts that are less than 50 cents shall be
dropped. Increase amounts that are 50 cents or more to the next whole dollar.

Rounding procedures to be followed are taken from the Insurance Service Office, Inc. rules.

RATES: Round rates, factors and multipliers after the final calculation to three decimal places. Five-
tenths or more of a mill shall be considered one mill, e.g., .1245 = .125

PREMIUM: Round the premium for each coverage for which a separate premium is calculated to the
nearest whole dollar. Round a premium involving $.50 or over the next higher whole dollar.

DIVIGIOH NSURANCE
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NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 4. | Maximum 50% Credit ]

Maximum 50% credit (discount) applies subject to the following exclusions:

First Year in Practice (FYIP is 60%)
Experience factor is not included
Schedule factor is not included
Psychoanalytic Cert. factor is not included

Risk Management Seminar factor is not included

Child and Adolescent (C & AP) is not included

| Rule 5. | Prior Acts Endorsement |

The following rating is used when a member converts the claims-made policy to occurrence and does
not purchase extended reporting endorsement from the prior carrier. Prior Acts Endorsement will be
effective the inception date of the occurrence policy and cover claims reported after the cancellation date
which occurred between the retroactive date and cancellation date of the claims-made policy.

This rating will be used in situations where the member’s most recent previous carrier was The
Psychiatrists’ Program and for some reason the member allowed occurrence policy to lapse. The lapsed
period cannot exceed one year and must meet acceptable underwriting criteria.

1* year in CLAIMS MADE Coverage
2" year in CLAIMS MADE Coverage
3" year in CLAIMS MADE Coverage
4™ year in CLAIMS MADE Coverage
5™ year and after in CLAIMS MADE Coverage

70% of Occurrence Premium
110% of Occurrence Premium
135% of Occurrence Premium
145% of Occurrence Premium
160% of Occurrence Premium

| Rule 6. | Unlimited Tail Coverage (Extended Reporting Period)

|

Tail premium calculation process is EXACTLY the same process as for Primary Coverage regarding the
application of all discounts, surcharges, credits, & debits, including short rate and prorata factors.

The premium is based on the expiring annual premium written under a claims-made contract per the
following Extended Claim Reporting Period (ERP) factors:

Claims-Made Year ERP Factor
First Year 100%
Second Year 125%
Third Year 140%
Fourth Year 150%

Fifth Year and Thereafter  175%

Ed. (1-09)
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NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

The tail coverage (extended reporting period) endorsement that is issued for the purchased tail or the
free tail provides unlimited tail coverage.

FREE TAIL COVERAGE

1. Claims-Made Contract.  Unlimited tail coverage is free in the event of DEATH or
PERMANENT DISABILITY, or when a member reaches age 55 or older and has been insured
under a Psychiatrists' Program Claims-Made contract for at least 5 consecutive years
immediately prior to permanent retirement. It is also free when a member has been insured with
the Psychiatrists' Program under a claims-made contract for 10 consecutive or more years
provided at the time of cancellation, the annual premium has not been experience rated anytime
during the ten year period and the insured requested the cancellation of coverage.

2. Modified Occurrence Contract.  Tail coverage is included at no additional cost upon
termination or non-renewal, for any reason.

3. Claims-Made with Prepaid Tail Contract. Same as Modified Occurrence Contract.

| Rule7. | Experience Rating Guidelines |

The following Experience Rating Guidelines applies:

Severity (Use last five-year experience period prior to renewal application)

Indemnity payment $30,000 to $50,000 10% per claim

Indemnity payment $50,001 to $99,999 20% per claim

Open or closed claim with Indemnity payment

or reserve $100,000 or more 30% per claim plus 10% each
$50,000 increment above
$100,000

Frequency (Open and Closed claims with incurred and/or reserved indemnity and expenses
totaling $10,000 and above).

Two claims reported within any 12-month period in
last three years. 25% each claim

Three claims reported within last five years. 50% each claim

Liability (Open and closed claims within last 5 years)

a. Deviation from standard of care 50%-non-renewal

b. Non-cooperation with policy conditions 50%-non-renewal

¢. Undue familiarity
Insured admission non-renewal
Settlement by carrier and/or insured non-renewal Sivic I TNSURANGE
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NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

| Rule 8. | Schedule Rating Plan — Individual Program ]

The following schedule rating criteria can be used to establish the adjusted annual premium per
participant.

Refer to the following, which discusses the underwriting intention for considering risk characteristics
not otherwise contemplated in the base rate.

The rating schedule is intended to create an overall risk profile of the insured. Multiple characteristics
should be weighted and evaluated based on measurable statistics, (i.e. practice time, number of patients,
length of training or experience or lack thereof, etc)

This program is mandatory and to be administered consistently with each insured or prospective insured.

Schedule rating characteristics

Total adjustment for-all items combined cannot exceed +/- 25%.

A.

Ed. (1-09) Page 5 of 11

PRACTICE SETTING:

Detention Facilities: This includes jails, juvenile centers, detention centers and prisons. Risks
associated with this exposure are generally related to frequency rather than severity. Individuals kept in
these facilities are typically litigious who spend significant time reviewing case law and figuring out
ways to file suits. (Jail House Lawyers). In most federal facilities, the employees enjoy sovereign
immunity, which means they cannot be sued. Therefore, our physician which is usually a contractor is
left as the “deep pocket” and the only person available for potential recovery of alleged damages.

All other type of government or community facilities may or may not have statutes protecting the
employees against liability. It will vary by state and county. There may also be protection for these
individuals through the facility’s professional liability insurance carrier. Hold harmless indemnification
clauses are standard in these contractual relationships. Therefore, it is important to understand the
working arrangement between the insured and the facility to measure the degree of increased liability for
our participant. 5% debit

Patient recruitment practices: The probability of increased liability is common for those practices
utilizing techniques for patient recruitment considered entrepreneurial and absent of credible medical
necessity. For example, advertisements made outside of the practice area, bonuses given for patient
referrals or profits generated by the care the physicians and other treating professionals rendered to their
patients are some examples of techniques that could cause litigation.

The Underwriter should review the entire profile of the participant to determine the extent of increased
liability if they are involved in a practice location or facility that engages in this activity. As a result of
increased media concentration on these practices, many facilities have taken measures to terminate these
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NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA
PSYCHIATRISTS PROFESSIONAL LIABILITY INSURANCE PROGRAM
ILLINOIS MANUAL RULES

[ Rule 8. | Schedule Rating Plan — Individual Program (cont’d.) i

practices. However, the amount of time the participant has been associated with this activity should be
considered. 25% debit or convert the insured to a claims — made policy form.

Home based practice: An insured working from the home is not uncommon in the practice of
psychiatry. Many part-time women, who also are raising a family and want to continue practicing,
conduct a small practice from their home. It is however, also understood that these individuals, maintain
relationships with the community and medical mental health professionals for continued education and
referral capabilities.

The liability for a participant is considered increased when an individual has chosen to work from the
home because they cannot obtain clinical or hospital affiliations. The ongoing mentoring of colleagues is
not present and the psychiatrist has no peer review of his/her practice activities. This practice profile
may require intervention and additional interviewing by PRMS risk management to ascertain the degree
of adverse risk. 25% debit

Facility has been subject to license or accreditation disciplinary action or federal investigation or
prosecution, mass tort litigation or investigative reporting. If an insured is affiliated with a facility
that has recently been subject to any of these issues it is probable that the insured may have an increased
liability. The effect of patient knowledge of these actions and media attention could place our insured in
a position to be “guilty by association”.

The underwriter should utilize all reference information relative to this facility and determine the degree
of involvement of our insured directly related to the facility’s adverse risk characteristics. 25% debit

Clinical teaching activities exceed 50% of total practice time: Although the insured involved in this
activity is competent to teach other medical professionals, the increase of patient volume related to this
activity is considered an additional liability exposure. 10% debit

B. NATURE AND SCOPE OF PRACTICE

Treatment of Borderline Personalities and Multiple Personality disorders: Incidental treatments of
these disorders are contemplated in the base rates. However, the underwriter should consider the
number of patients and time devoted by the participant to these treatments. In addition, treatment
modality must be questioned by the underwriter and discussed with PRMS risk management for
unconventional activities by the insured. 25% debit

Treatment of pain management: Patients seeking psychiatric services for the management of pain are
almost always associated with other medical treatments or illnesses. For this reason, treatment of pain
management can increase the liability where our insured would be involved in a claim along with other
treating physicians. The underwriter should discuss the volume of patients and practice time devoted to
this activity. In addition, the treatment modalities should be discussed with PRMS risk management to

Ed. (1-09) Page 6 of 11
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| Rule 8. | Schedule Rating Plan — Individual Program (cont’d.) }

determine standard of care. Psychiatrists utilizing anesthesia for pain management is to be referred to
management for consideration of continued insurability. 25% debit

Use of abreaction, rage; sodium amytal, sex and recovered memory therapies: The base rate does
not contemplate treatment by use of these types of therapies. Any insured utilizing these therapies
should be discussed with PRMS risk management after the underwriter has secured information from the
participant regarding the patient volume and practice time affiliated with these therapies. All insured
members utilizing these therapies should be referred to management for consideration of continued
insurability. 25% debit

Supervision of/Consultation with professionals in 2, 3 and 4 above: Although the insured may not
directly treat patients or use these therapies, they incur vicarious liability for the supervision of
professionals who do. In addition, consultation is defined as professional services rendered and does not
decrease the insured liability. Therefore, the premium should be increased as a result of this exposure.
25% debit

Above average daily patient volume: An average daily patient volume of 25 is contemplated in the
base rates. Any practice where the patient volume is greater should be considered as an increased risk
and priced accordingly. 25% debit

Risk not contemplated in the base rate: This category should be used when the underwriter
determines that the participant's exposure generates a risk not-otherwise discussed in the above criteria
and was not contemplated in the usual and customary definition of psychiatric professional services but
meets underwriting approval for coverage. Use of this category requires management approval in all
cases. +/-25%

| Rule 9. | Group Accounts |

Eligibility

The medical groups that will be considered for Coverage B of the policy will be professional
corporations, partnerships, or associations operated by behavioral healthcare professionals. The entity
will also have psychiatrist affiliation with at least 50 % of the psychiatrists being members in good
standing with the American Psychiatric Association.

Rates
Each Psychiatrist Insured will be rated in accordance with the individual program rules and rates.

Individual coverage for other behavioral healthcare professionals will be rated as a percentage of the
psychiatrist rate for that rating area.

Ed. (1-09) Page 7 of 11
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TLLINOIS MANUAL RULES
| Rule 9. } Group Accounts (cont’d.) J
e Psychologists: .20
o Social Workers .03
e Therapists: .03
e Nurses: .05
¢ Nurse Practitioner 30

Vicarious liability coverage for the medical group for employed or contracted behavioral healthcare
providers not insured under the policy will be priced at 10% of the otherwise applicable premium rate
(including discounts).

Medical group premium will be priced based on the following:

Number of Percentage of
Insured emplovees/contractors. Insured Psychiatrist Base Rate
2-5 . 10%
6-10 15%
11-20 20%
over 20 25%

The sum of the individuals, medical group and vicarious liability premium will determine the total
premium of the medical group.

Non-psychiatrist insureds can share the limit of liability of the medical group.

The base rate for each insured sharing the limit with the group entity will be reduced by 10% when the
total number of insured psychiatrists in the group exceeds 5 on an annual basis.

The base rate for each insured sharing the limit with the group entity will be reduced by 5% when the
total number of insured psychiatrists in the group is 5 or less on an annual basis.

A schedule rating credit/debit can then be applied to the total premium of the medical group in
accordance with the Schedule Rating Group Rules, (see attached).

Limits of Liability

Refer to policy Limits of Liability Section, Coverage A and Coverage B for application of limits for
individual insureds, medical corporations, partnerships, and associations. Refer to the rate schedule for
the applicable limits for each state.

IF INSURANCE
NOIS/IDFPR
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| Rule 9. | Group Accounts (cont’d.) |

Claims-Made
The retroactive date can be advanced only at the request or with the written acknowledgment of the
insured.

Group Vicarious Liability Surcharge Endorsement

If a scheduled insured under the group policy terminates coverage and does not elect to purchase the
extended reporting endorsement, the group premium will be surcharged 10% of the quoted ERP
premium. The surcharge is applicable as a result of the vicarious liability exposure to the group for the
professional services rendered by the insured while working on behalf of the group. The surcharge will
be waived if the cancelled insured provides proof of prior acts coverage from the new carrier for the
period insured under the group policy.

Other Physician Coverage

The Program will consider coverage for individual physicians affiliated with the medical

group who are not psychiatrists (i.e. internists, pediatricians, family/general practice). The rate for these
physicians will be calculated in accordance with the filed class relativity differential (psychiatry to other
specialty) of the major medical professional liability insurance carrier in that state. The calculated
relativity will then be applied to the base psychiatry rate used in this Program’s individual rates.

QOutside Medical Group Practice Activity

Coverage will be considered for an insured who has a medical practice outside the scope of his/her
affiliation with the medical group. The outside practice is subject to underwriting and if accepted will
be rated in accordance with the medical specialty rate and total practice hours applicable to all practice
activities for which coverage has been provided.

| Rule 10. | Schedule Rating Plan — Group Accounts ]

The following modifications may be applied to recognize special characteristics that are not fully
recognized in the basic rate(s) or premium. The maximum credit/debit shall not exceed +/-5.

The schedule rating program is mandatory and to be administered consistently for each insured or
prospective insured.

Management (+/- 5)

Management has demonstrated adequate control and monitoring of the risks and exposures of the
organization. The financial condition of the Medical Group is favorable. An example of a
Medical Group which would receive a credit would employ a dedicated risk manager and have
favorable financial ratios.
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| Rule 10. | Schedule Rating Plan — Group Accounts (Cont’d) |

Employees (+/-5)

The applicant has established a continuing professional education program for its employees and
encourages certification in their respective specialties. There must be a statement in the employee
handbook advocating continuing education. The Medical Group agrees to pay all or some of the
tuition fees and/or related educational expenses. Further, the composition of the Medical Group
will be 50% or greater of the employee population having board certification or similar advanced
degrees for a maximum credit to be granted. If the percentage is lower, but still substantial, and
the other criteria described above are met, a lesser credit may be granted. If none of the above, a
debit will be made.

Risk Management (+/-5)

The applicant has an established and working risk management program to minimize the
frequency and severity of claims. A Medical Group which has an incident reporting system,
occurrence screening, and other mechanisms to address potential and actual claims would receive
a maximum credit. If none of these mechanisms are in place, a debit will be made.

Medical Records/Informed Consent (+/-5)

The applicant has a system in effect for concurrent and retrospective review of medical records
and informed consent documents. If the Medical Group has a medical records system only or an
informed consent system only, no debit or credit is available. If both systems are in effect, a
credit is available. If neither system is in effect, a debit will be made.

Performance of experimental procedures (+/-5)

If the medical group practice includes procedures that are considered experimental, but that are
performed within the prescribed guidelines, controlled studies, or : “protocol” established by the
manufacturer or similar entity, there will be no debit or credit, however if the experimental
procedures are not subject to the protocol, a debit of up to 10% will be applied. Since the
underlying program’s rates reflect the assumption that insureds will not be performing
experimental procedures, no credit will be given under any circumstances and under this category
i.e. there will be no credit if experimental procedures are not utilized.

| Rule 11. | Locum Tenens ]

A Locum Tenens (“hold the place of”) works in place of a Named Insured or Additional Named
Insured, never at the same time. The Locum Tenens doctor must be underwritten in the same specialty
classification as the Named Insured or Additional Named Insured. The program will allow Locum
Tenens coverage for a maximum total of 45 days each policy year.

There is no charge for this coverage.

Ed. (1-09) Page 10 of 11
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| Rule 12. | Suspension of Insurance J

An insured covered under a claims-made policy may request suspension of insurance, due to disability
or to accommodate a sabbatical leave of training. The insured will not be covered for claims or suits
which arise based on an occurrence within the period of suspension. The insured is entitled to report

claims during the period of suspension which arise from occurrences when the policy was in force and
not on suspense.

Suspension may be secured for a minimum period of 90 consecutive days and for a maximum of one
year. This option is allowed only once every four years except for reason of disability.

Billing for the current quarter(s) is suppressed, and a refund for the quarter(s) or remainder of quarter(s)
affected is made to the insured.

The premium is calculated as 25% of the claims-made written premium and then pro-rated for the
suspended period.

| Rule 13, [ Policy Minimum Premium |

A minimum annual premium of $1000.00 for any one policy with limits of
$1,000,000/$3,000,000 or lower will be applied.

A minimum annual premium of $2000.00 for any one policy with limits of
$2,000,000/$6,000,000 will be applied.

| Rule 14, | Quarterly Premium Installment Plan |

Quarterly Premium Installment Plan: The charge for premium installments shall be the lesser of one
percent (1%) of the total premium or $25.00 per installment. There will be no interest charges on
installment payments. Any additional premium resulting from changes to the policy will be spread
equally over the remaining installments, if any. If there are no remaining installments, additional
premium resulting from changes to the policy will be billed immediately as a separate transaction.

First Quarter = 40%

Second Quarter = 20% Due 3 months from policy inception

Third Quarter = 20% Due 6 months from policy inception

Fourth Quarter = 20% Due 9 months from policy inception
Ed. (1-09) Page 11 of 11




NATIONAL UNION FIRE INSURANCE COMPANY OF PITTSBURGH, PA.
Psychiatrists Professional Liability Program

ILLINOIS
2007
Base rate for $500,000/$1,500,000 Occurrence Coverage:
Territory 1
(Cook, Dupage, Kane, Lake, Madison, McHenry, St. Clair & Vermillion, Will) $20,970
Territory 2 — (Champaign, Jackson, Kankakee, LaSalle, Sangamon) $16,760
Territory 3 — (Rest of State) $12,154

Limits Factors

$100,000/$300,000 71
$200,000/$600,000 .789
$250,000/$750,000 .816
$300,000/$900,000 .842
$400,000/$1,200,000 .895
$500,000/$1,500,000 1.000
$1,000,000/$3,000,000 1.057
$2,000,000/$6,000,000 1.353

Claims-made Conversion Factors (% of occurrence premium)

Number of years Claim-Made Coverage:

First Year 0.315
Second Year 0.585
Third Year 0.765
Fourth Year 0.855

Fifth Year and Thereafter 0.900

. Extended Reporting Claims Endorsement
% of Expiring Annual Premium:
First Year 100%
Second Year ’ 125%
Third Year 140%
Fourth Year 150%
Fifth Year and Thereafter 175%

Ed. (1-08)
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